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mCOTIVB  SUMMARY 


Aiajor  goal  of  tba  Standard  Autoaatad  Matarial  Mansgeaent  Syataa 
(SAMM8)  ia  to  iiptovt  tha  Fadaral  Catalog  System's  ovarall  efficiency. 
Fart  of  this  goal  ia  to  isprovs  SAMM8  support  to  tha  four  hardware  Dafanaa 
Supply  Cantara  (DSCa)  and  tha  Dafanaa  Personnel  Support  Cantor  (DPSC). 
Thu  a,  a  Cataloging  Tool  a  On-Lina  (CTOL)  Autoaatad  Information  Syataa  (AIS) 
is  undar  consideration.  This  state-of-the-art  syataa  ia  dasignad  to 
includa  ainicoaputars  with  optical  storage  and  workstations  consisting  of 
video  display  terminals,  kay boards,  and  aagnatic  disk  storage. 

This  study  provides  a  coat/banafit  analysis  of  such  a  syataa.  TWo 
alternatives  are  cons! dared:  the  currant  annual  syataa  ia  Supply  Canter 
cataloging  operations,  and  the  CTOL  AIS.  Tha  analysis  tins  horiaon  ia  IS 
years  (FY96-00) .  Coats  ara  stated  ia  FTM  dollars. 

Total  discounted  life-cyele  casta  for  tha  currant  operation  ara 
$118.A10,000|  this  includes  casta  far  Four-Phase  equipment  replacement, 
personnel,  equipment  maintenance,  and  supplies.  Discounted  life-cycle 
coats  for  tha  CTOL  Alt  ara  9110.519,000s  this  includes  coats  far  ADFI, 
equipment  replacement,  aite  preparation,  software  development,  contractor 
support,  training,  and  residual  value  of  replaced  equipment.  The  CTGL  Alt 
has  a  life-cycle  savings/ investment  ratio  ef  1.44*  its  operating  coat 
cavings  will  alien  full  recovery  of  its  initial  investment  costa  within  9.0 
years,  or  34)  years  after  full  operation  begins.  The  CTOL  Alt  will  require 
an  estimated  139  fewer  personnel  to  support  Supply  Center  cataloging  epa ra¬ 
tions. 

A  sensitivity  aaalyeis  reveals  that  CTOL  ia  economical ly  preferable  to 
the  current  environment  so  long  asi 

1.  Initial  CTOL  Alt  investment  easts  are  leas  than  924.Xtt.000. 
(The  study  beet  estimate  ia  913.MO.OOO.) 

2.  Useful  life  ef  4091  is  at  least  six  yearn.  (The  study  host 
estimate  ia  eight  years.) 

3.  CTOL  personnel  roquiremonts  da  net  eaceod  the  study's  best 
estimate  (373  personnel,  casting  910.992.000  anneal  ly)  by  more  than  13S. 
lie.,  an  additional  35  personnel  equivalents,  costing  am  antra  91.37 7 .000 
annually. 

ley  end  its  quantified  life-cycle  cost  advantage.  CTOL  would  offer  the 
fellewiag  advantages  over  the  current  opera tine: 

1.  Improved  processing  time. 

2.  Induced  adeinistrative  leedtime  (ALT). 

3.  Interface  capabilities. 

4.  Improved  work  quality  and  central. 
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I.  OBJECTIVE.  Tht  objective  ia  to  analyze  the  economic  feasibility  of  a 
Cataloging  Tools  On-Line  (CTOL)  Automated  Information  Systea  (AI8)  as  an 
integral  part  of  the  aodemisation  of  the  Standard  Automated  Material  Manage 
aent  Systea  (SIMMS).  Major  aias  of  the  CTOL  application  are  to  iaprove 
processing  tiae,  work  quality,  and  work  control. 

II.  BACKGROUND .  Currently,  in  cataloging  operations  at  the  four  Defen ee 
Hardware  Supply  Centers  and  the  Defense  Personnel  Support  Center  (DPSC) ,  the 
developaent  of  itea  identifications  for  new  National  Stock  Nuaber  (MM) 
requests  and  maintenance  to  existing  itea  supply  are  priaarily  manual  opera¬ 
tions.  These  manual  operations  require  significant  personnel  roe our cos  and 
long  administrative  leadtiaes.  Thus,  the  Cataloging  Tools  On-Line  Automated 
Information  Systea  is  being  proposed  to  replace  the  current  aaanal  system. 

The  various  "cataloging  tools”  (or  reference  data)  used  ia  cataloging  opera¬ 
tions  include  engineering  drawings.  Federal  Itea  Identification  Guides, 
Government  Industrial  Specification  Standards,  commercial  catalogs,  cataloging 
handbooks  and  the  Defense  Integrated  Deta  System  (DID8)  Procedures  lisa sal  (DeD 
4100. 39-M,  ▼©!.  10),  which  includes  aultiple  application  references, 
instructions,  tables,  and  grids.  Implementation  of  the  CTOL  AI8  will  net 
change  the  work  to  be  done,  but  it  will  completely  change  the  methods  need  to 
accomplish  this  work.  The  economic  considerations  of  two  alternatives,  the 
current  aaanal  systea  and  the  proposed  automated  system,  will  be  addressed. 

III.  ALTPUUTITlg 

Alternative  A  is  the  current  annuel  system  utilised  in  cataloging  operations. 
Current  operations  enquire  a  large  volume  of  paperwork  passing  through 
aultiple  steps  of  seversl  manual  processes.  These  processes  involve  manual 
completion,  review,  and  control  of  transactions.  Production  and  management 
reports  are  also  produced  manually.  The  Four-Phase  equipment  provides  the 
only  automation  under  this  system  sad  is  used  far  date  entry  aleee.  As  e 
nanus!  operation,  the  current  procedures  work  satisfactorily,  hot  the  ear rent 
system  nay  net  be  adequate  to  seaport  the  volumes  of  data  needed  if  f stare 
workload  increases  appreciably1*1 .  Under  this  system,  the  "ce tel aging  teals" 
are  recorded  on  microfiche,  hardcopy,  end  35  millimeter  film. 

Alternative  B  is  the  proposed  CTOL  Automated  Information  System  far  setalegtog 
operations.  The  CTOL  AIS  will  use  state-of-the-art  tec bn elegy  including 
■Ini  computers  with, optical  storage  sad  workstations  (video  display  tssmlasle 
and  keyboards) ll,5J .  It  will  be  capable  of  supporting  eat sieging  epnsntisme 
at  Defence  Construction  Supply  Center  (DCSC) ,  Defense  Host  tunica  Supply 
Center  (DISC),  Defease  General  Supply  Center  (D80O,  Defense  ladewtrlrt  Supply 
Center  (DISC),  and  DPSC.  The  hardware  eonfigaretiea  is  stood  to  handle  a 
three-fold  workload  increase  ever  the  CTOL  AIS  operating  life.  The  Ml  will 
interface  with  nueereae  databases  including  Defames  Integrated  Date  Syeuam's 
Total  Item  Record  (DXDS  Tit),  Technical  Information  Storage  end  Chattel  Appli¬ 
cation  (T1SCA) ,  end  the  Pr evict owing  Control  File.  The  on-line  aeeoee  to 
"cataloging  tools"  databases  will  be  eceonplished  through  the  weehehettoue. 

The  cataloging  technicians  at  each  workstation  will  be  Able  to  eeceee.  eel  eat, 
revise,  ead  copy  deeigneted  databases  directly.  The  amt  emoted  ayeten  will 
store,  process,  and  transmit  dote.  Date  to  be  stared  to  Me  aatcnaeod  mmm 
will  consist  of  bath  graphic  and  tent  dote.  It  will  be  input  by  hqpweeUktog, 
greening,  end  magnetic  disk/ tape.  Deta  to  be  press eesd  will  a sued  at  of 
cataloging  transactions  developed  ew-liae  at  the  workstations.  Seta  ee  he 
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Alternative  B  represent  annual  ceata  beginning  in  Project  Tear  5  (FT90)  vben 
the  CTOL  AI8  would  be  in  full  operation.  During  leadtiaa  years  1-2.  annual 
coats  are  tbs  sane  for  both  alternatives.  In  leadtiaa  years  3-4  of  Alterna¬ 
tive  B.  the  annual  costa  are  ad jested  to  account  for  the  partial  operation  of 
the  A18  as  tbs  ADP  equipment  is  installed  and  application  software  is 
developed.  Tbe  annual  costa  during  tba  leadtiaa  years  are  reflected  in  the 
cuaulative  recurring  costa. 


Table  1 

corr  jgfMJtT  ($000) 


Alternative  A 


Alternative  B 


Moarocurriaa  Coats 


[•1 


Constant 

Dollars 


Discount  Constant  Discounted 

Dollars  Dollars  Dollars 


ADP  Iguipnaat  I  0 

Bite  Preparation  0 

Systea  Develepaaat  0 

Software  Develop/ 

Training 

Contractor  Support  0 

Sepia  feat  700 

Travel 

Hear newer ing  coats 

Leas  rani dual  value  (131) 


Total  nonrecurring  cents 


Total  Discounted  Oasts 


1 

0 

$10,100 

$  7.377 

0 

700 

516 

0 

2.620 

2.174 

0 

200 

191 

405 

10.100 

200 

3.070 

100 

1 

464 

ril.464 

(33) 

(0.313) 

(1.505) 

1 

“172 

$  11.909 

110.092 


200 

2 

25 

1110.030  $  90.011 
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▼I.  COOT  «M.T«I» 


A.  Coat  CwNtlm  A— lyaia.  Whether  to  coat  inn*  with  the  mammal  Ij 
ipltatad  ay  at  an  m  to  convert  to  on  aut coated  data  my  at  mm  ia  analysed  by  firat 
c«|tria|  the  total  diaeouatod  coat  a  (or  oach  alternative  mr  the  15-year 
project  lifo.  Thaoe  lifo  cycle  coot a  ato  presented  ia  Table  2  for  Alternative 
A  ami  Table  3  for  Altoraativo  >. 

Baviaaa/Invoafent  Batlo  (SIB)  ^  .  To  ooaaoro  the  ocoaoaic 
aeondaeee  or  the  Altoraativo  >  iavestaeat,  tbo  ratio  of  the  disceoated  life¬ 
cycle  anneal  coat  aaviaga  to  tho  total  discoaated  Alt  lava ataaot  coat  a  Mgr  bo 
cal  cola  tod.  Tbia  aaviaga/  Iavoafoat  ratio  (8IK)  con pores  tbo  coat  aaviaga  to 
tho  iwvaaf ant  coota  eocaaaary  to  offoct  thooo  coat  aaviaga.  Tho  coat  aaviaga 
of  Altoraativo  B  iaclado  tho  dif foroaco  ia  rocarriag  coata  of  tho  too  alter- 
aativoo  plot  may  planned  ana- tins  Altoraativo  A  coata  which  may  ho  avoided  by 
iaplcMoting  Altoraativo  B.  If  tho  SIB  ia  egaal  to  ooa.  than  tho  present 
valao  of  tho  CMolativo  iavoafoat  coata  egaals  tho  peasant  valao  of  tho 
coMlative  coat  aaviaga  aoodad  to  recoap  tho  iavoafoat  ia  tho  prepoaed  AIS. 
Tim.  for  n  iavoafoat  to  bo  eceof  ically  ooaad,  tho  SIB  aaat  bo  greeter  than 
or  ogual  to  on.  A  SIB  loaa  than  ooa  iadicatoa  that  tho  Altoraativo  B 
iavoafoat  will  aavor  bo  rocowpod.  ia  which  caao.  it  would  not  bo  an 
ecenaoi colly  worthwhile  iavoafoat.  Tablo  4  ahowa  tho  calcwlatiooa  for  tho 
Altoraativo  B  SIB. 

Table  4 


SAvihBs/iwnrn— t  batio 


Project 

Iavoafoat 

Coat 

Tear 

Coata  (1000) 

•ovif*  (1000) 

1 

340 

0 

2 

1070 

0 

3 

3100 

179 

4 

9030 

1BB5 

5-15 

3155 

11 

350  (Coat  Avoidance) 

13 
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IS 

(§313) 

(131)  (Altoraativo  A 

TOmiaal  Talao) 
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doesn't  begin  until  Project  Year  3.  Then  the  discounted  payback  period  is 
recalculated  for  each  increment.  The  results  show  that  if  fairer  personnel  are 
required  to  process  workload  actions  under  Alternative  B.  the  payback  period 
is  reduced.  If  nore  personnel  are  required,  the  payback  period  increases. 

The  payback  of  9.0  years  determined  in  the  economic  analysis  varies  between 
6.8  years  (-101)  and  14.1  years  (+10X)  in  the  sensitivity  analysis.  If 
personnel  costs  bad  been  increased  by  123  there  would  be  no  payback  within  the 
15-year  project  life.  Results  are  shewn  graphically  in  Figure  1. 

2.  Alternative  B  Investment  Costs.  Changes  in  the  aarket  price  of 
the  ADP  equipment  at  time  of  purchase  and  changes  in  equipment  requirements 
are  two  of  several  reasons  initial  and  replacement  investment  costs  nay 
contain  future  uncertainty.  This  sensitivity  test  keeps  all  costs  except 
investment  coats  fixed  and  varies  investment  costs  between  -25%  and  +60 K  in 
increments  of  5%.  It  is  found  that  the  discounted  payback  varies  between  7*3 
years  and  14.5  years.  If  investment  costs  are  varied  by  65%.  no  payback 
during  the  life  of  the  project  exists.  In  the  payback  analysis,  the 
discounted  investment  costs  are  $11*909.000  and  the  discounted  payback  is  9.0 
years.  The  results  are  presented  graphically  in  Figure  2. 

B.  Useful  Life.  The  assumption  was  made  in  this  BA  that  the  useful 
life  of  the  ADP  equipment  is  eight  years  Since  the  CTCL  ADP  equipSMat  is 

state-of-the-art  equipment,  it  is  uncertain  what  the  useful  life  will  be. 

Thus,  the  variations  in  the  useful  life  of  the  equipment  are  tested  to  see 
what  the  effect  will  be  on  the  discounted  payback  period.  Equipment 
replacement  costs  are  incurred  in  each  of  the  project  years  immediately 
following  the  last  year  of  the  useful  life  of  the  equipment.  That  is. 
replacement  costs  are  incurred  nore  than  once  if  the  useful  life  expires  more 
than  once  in  the  project  life.  The  replacement  costs  of  $10,100,000  in 
Project  Tear  13  are  considered  as  replacement  costs  for  Project  Tears  7 
through  12.  The  analysis  shows  that  if  the  useful  life  is  less  than  or  equal 
to  five  years,  the  discounted  payback  periods  vary  significantly  from  the 
eatiaated  9.0  payback.  This  is  because  replacement  costs  would  be  incurred 
more  than  once  due  to  shorter  useful  lives.  If  the  useful  life  is  greater 
than  or  equal  to  six  years,  the  discounted  payback  periods  vary  to  a  leaaer 
degree.  Figure  3  shows  the  results  of  the  sensitivity  analysis  for  the  useful 
life  assumption. 

VIII.  BENEFITS.  A  breakdown  of  quantifiable  and  nonquantifiable  benefits  is 
presented  below.  The  quantifiable  benefits  include  improved  processing  times, 
reduced  administrative  lead  times,  snd  future  interface  capabilities.  The 
nonquantifiable  benefits  include  work  quality  and  work  control.  The  identifi¬ 
cation  of  benefits  and  measurement  of  quantified  benefits  are  in  accordance 
with  the  DLA-OSS  Functional  Development  objective  and  have  been  approved  by 
the  DLA-OSS  management  . 


A.  Quantifiable  Benefits 

1.  Improved  Processing  Tine 

With  Alternative  A,  development  and  maintenance  of  catalog  tranaactioaa  are 
manual  processes.  For  Alternative  B.  automated  steps  in  the  item  identifica¬ 
tion  processes  allow  for  faster  processing  time  in  preparing  item  identifica¬ 
tion  data  for  a  cataloging  transaction.  Faster  processing  times  will  allow 
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cataloging  operation*  to  hoodie  possible  increases  in  future  workload  and 
reduce  backlogs.  Thus,  improved  processing  time  will  increase  response  times 
for  uilitaty  service  cataloging  needs.  Table  6  provides  times  in  hours  under 
both  alternatives  to  complete  each  item  identification  process. 


Table  6 

TIME  TO  COHPLITf  PROCESS  IW  BOORS 


Item  Identification 


Process 

Alternative  A^31 

Alternative  B 

Difference  (Hrs) 

Request 

4.2 

2.5 

1.7 

Transfer 

1.6 

1.2 

.4 

Revision 

1.4 

1.1 

.3 

Cancel 

1.6 

1.4 

.2 

Add.  Change*  Delete 

1.0 

.8 

.2 

tt 

TT 

TX 

Tor  Alternative  A.  the  times  were  obtained  from  the  ELA  Management  Tag! nearing 
Standards  (Dim)  Special  Purpeee  Data  Standards  during  Revttber  lt«S.  To 
calculate  tins  saved  under  Alternative  B,  times  for  those  process  steps  which 
will  be  eliminated  are  totalled111.  The  eliminated  steps  were  identified  bp 
ELsr-ZSM  and  functional  users  through  actual  observations  during  Map.  IMA.  of 
the  item  identification  processes  in  DOtC  cataloging  operations. 

Through  analysis  of  the  times  to  complete  procssans  and  the  time  saved  under 
Alternative  1.  the  following  benefits  are  derived i 

a.  Tins  required  for  the  item  identification  request  process 
will  be  reduced  from  4.2  hours  to  2.5  hours  or  a  40*  time  reduction. 

b.  Time  required  to  outer  and  edit  item  identification  data 
for  a  cataloging  transaction  will  be  reduced  from  5.A  bourn  to  4.5  bourn  or  am 
20*  reduction  in  time. 

■  c.  Overall  time  required  to  prepare  item  identifies tieu  data 
for  a  cataloging  transaction  will  be  reduced  from  10.0  hours  to  7.0  hours  or  a 
30*  reduction  in  processing  time. 

2.  deduced  Administrative  Lead  Time  (ALT) .  Alternative  A  requires 
excessive  ALT  to  obtain  new  MMs. Current  policies  allow  A0  dm  *•  obtain  an 
MR.  This  60-day  tinafrane  will  be  significantly  reduced  bp  aut  snared 
processing  enhancements  and  on-line  management  central  ef  the  eat sieging 
transactions.  la  the  Accelerated  Cataloglag/Mochnaiasd  Intrp  (ACM) 
feasibility  and  Coat  Benefit  Analysis  it  was  estimated  that  the  60  madman 
daps  currently  .required  to  obtain  a  ass  MM  will  be  rsdaaad  to  B0  dm*  •  Mi 
time  reduction121.  Sources  of  ALT  delay  under  current  system  laelnda  tbs 
routine  for  handling  errors,  management  workload  and  movement  of  papsssealu 
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3.  Futur«  Interface  Capabilities.  The  ADP  equipnent  for 
Alternative  B  will  provide  the  future  capability  to  alactronically  interface, 
free  CTOL  vorkatationa,  with  other  ailitary  services,  DSCs.  private  industry 
and  government.  agencies  equipment  for  the  transfer  and  receipt  of  teat  and 
graphic  data111. 

B.  Monquentifiable  Benefits 

1.  Improved  Work  Quality.  Under  current  procedures,  editing  and 
validation  are  done  separately  from  data  identification  and  are  often  done 
later.  Vhen  errors  are  detected  by  SAM8.  DID8.  or  quality  control  people, 
the  paperwork  auat  be  found,  error  identified,  responsibility  for  correction 
assigned,  and  tba  paperwork  sent  there.  Host  of  these  errors  are  human  errors 
due  in  large  part  to  manual  processing.  In  the  CTOL  AIS  work  quality  will  be 
improved  by  use  of  built-in  adits  to  identify  errors  at  time  of  occurrence  in 
processing  cataloging  transactions.  This  will  significantly  reduce  (possibly 
eliminate)  DLSC  rejects,  thereby  eliminating  the  time  required  by  the 
cataloging  technician  to  control  and  process  the  rejects l11.  The  errors  will 
be  identified  while  the  cataloging  technician  still  has  the  work  material  in 
hand  rather  than,  as  under  the  currant  system,  after  the  work  material  has 
been  filed  away. 


2.  Improved  Work  Control.  Under  current  procedures,  paperwork  is 
used  for  each  step  of  the  cataloging  function.  To  control  the  paperwork  on 
each  item,  it  is  put  together  as  a  packet.  A  significant  amount  of  manpower 
is  required  to  transfer  these  packets  from  one  organisation  to  another.  Also, 
data  entry  is  separated  from  identification  of  the  data  to  be  entered.  Data 
are  copied  ante  worksheets  as  they  are  identified  and  then  these  worksheets 
ere  sent  to  a  separate  group  for  entry.  Separation  of  thsee  duties  provides 
central  and  efficiency,  but  it  requires  a  significant  assent  of  manpower  to 
perform  the  data  entry  function.  Then  additional  manpower  is  naedsd  for 
verification  since  everything  ia  entered  twice.  The  primary  area  considered 
for  automation  under  CTOL  is  work  control  in  order  to  reduce  the  manual 
processing  and  control.  Than,  through  use  of  a  complete  electronic  audit 
trail,  cataloging  transactions  can  be  controlled  from  the  time  they  are 
received  until  they  are  accepted  by  SAMtt/DXDS.  Also.  Improved  production 
control  by  nee  of  on-line  production,  efficiency,  quality,  backlog  and  control 
file  aging  reports  can  be  realised111. 

n.  smsummi 

Table  7  onsnarises  the  incremental  importance  of  the  quantifiable  benefits 
which  ere  rmlsl  far  both  alternatives.  The  benefits  than  salves  have  been 
assigned  factor  weights  by  the  functional  peraanael  to  net Allah  their 
rulativu  importance  to  one  another.  Ac  benefits  are  ranked  an  a  scale  of  0 
to  10  inclusive,  where  0  neons  "of  no  incremental  value"  and  10  ropraeanta  an 
"attainable  ideal”.  The  score  for  each  quantifiable  benefit  ia  obtained  by 
multiplying  its  ranking  by  tba  assigned  factor  weight. 
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A.  CoetS 

1 .  Monrocurrina  Costs 
a.  Iquiywt 

Thv  Fear-Phase  tfitifBMt  being  use*  uadtr  Alternative  A  can  ao  longer  ba 
purcktM^  fraa  tkt  aeaufactursr.  It  ia  alao  DLA  policy  net  te  parchaaa 
obselstc  aqslpant.  Thu,  replace— t  aguipaent.  which  is  necessary  ia 
Project  Tear  2,  would  have  to  ho  Hi  Hiaicnaeytar  Fystaa  (0M2N8)  eqvipawt. 

The  estimate*  replacement  coots  ora  $330.000‘‘5J  with  a  useful  life  of  eight 
years.  Per  Alternative  1,  the  cataloging  eperatieas  are  fully  owteaatei.  The 
Cm.  autsMts*  iota  spots*  will  be  use*  by  the  fiwe  Centers  an*  sapper teS  h y 
the  Defense  Logistics  Services  Center  (DISC)  an*  the  OLA  Systems  Antanate* 
Center  (HMC)‘".  The  CTOL  Oats  processing  egnipaant  canpenonta  consist  of 
sconaors.  werhotatieno  (vi*eo  display  temiaels  on*  keyboards) .  printers  on* 
an  image  aaaaganeut/ star  age  systen^ .  The  easts  stated  ora  ia  cenatant 
dollars  and  aro  net  disc a an ted.  loti noted  unit  coats'”'  of  the  CTOL  A DPI 
canpenonta  are  aa  fellows: 

(1)  Workstations,  controller,  and  CIO  priced  at  $10,000. 

(2)  Printers  estiasted  as  law  and  laser  printers  at  19.000 

each. 

(3)  Laser  dish  storage  devices  te  handle  data  at or  ago  ragwi re¬ 
seats  estiasted  at  $900,000  each. 

(4)  Scanners  estiasted  at  $70,000  each. 


The  total  easts  of  the  CPS  with  integrated  processing,  optical  storage,  and 
workstations  ere  presented  in  Table  Ari.  The  agni pnant  will  he  pnrabaned 
daring  Project  Tear  3  (FTS0)  and  Project  Tsar  4  (PTOf) . 


With  pa  sennas*  eight-year  aeefal  life,  tbs  AMP  egni 
replaced  in  Project  Tear  13  at  a  east  ad  $10,100,000. 


will 


h.  tits  Preparation^.  Par  Alternative  g. 
of  eg ni pnant  at  the  eastern  will  ha  Pet stained  by 
Specially  prepared  space  will  ha  regal  red  far  tbs 

also  will  ba  seats  associated  with 


ties 


of  plage  to  all 


casts  arc  eatlaatad  to  he  $900,000  in  Project  Tear  3  (VW)  and  fedO.OOO  la 
Project  Tear  4  (VTOO)191. 
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c.  System  Development 


(1)  Contractor  support.  Contractor  support  costa  for 
Alternative  B  are  estimated  to  be  $200,000  in  Project  Year  1  (FY86) . 
These  costs  include  assistance  in  system  design/development  and  personnel 
training  costs  for  DSAC  personnel. 


(2)  In-House  services.  Alternative  B  costs  for  services 
provided  by  DSAC,  DLSC,  and  the  Centers  include  system  design,  system 
analysis,  programming,  equipment  procurement,  and  training.  The  estimated 
costs  are  provided  in  Table  A-2. 


Table  A-2 

IN-HOUSE  SERVICE  COSTS f 81 


Project  Year 

DSAC 

PSE/DSC 

1 

$  210,000 

$  80,000 

2 

890,000 

130,000 

3 

900.000 

130,000 

4 

200,000 

80,000 

Totals 

$2,200,000 

$420,000 

(3)  Travel.  An  estimated  $50,000^  per  year  for  Project 
Years  1  through  4  will  be  required  for  travel  between  DLA  Headquarters,  DSAC, 
DLSC,  DPSC,  and  the  four  hardware  centers.  The  first  four  years  of  the 
project  will  require  frequent  trips  for  in-process  reviews  and  Functional 
Project  Development  Group  meetings. 

d.  Residual  Value.  In  Project  Year  15,  both  alternatives  will  have 
residual  values  for  equipment  replaced.  For  Alternative  A,  the  remaining 
useful  life  of  the  equipment  replaced  in  Project  Year  11  is  three  years. 

Thus,  the  residual  value  of  the  equipment  in  Project  Year  15  is  3/8  z  $350,000 
*  $131,250.  For  Alternative  B,  the  remaining  useful  life  of  the  equipment 
replaced  in  Project  Year  13  is  five  years.  Thus,  the  residual  value  of  the 
equipment  in  Project  Year  15  is  5/8  z  $10,100,000  =  $6,313,000. 

2.  Recurring  Costs/Cost  Savings 
a.  Personnel 

(1)  Personnel  requirement  determination.  To  determine 
personnel  requirements,  first,  the  current  number  of  personnel  employed  in 
each  activity  of  the  Cataloging  Division  is  determined ** • * "  .  Second,  the 


A- 3 


(w  totk 


by  implementing  the  AIS  proposal  is  computed  bassd 
elimination  of  required  activities  and  ths  subsequent  reduction  in 
reqmiraasmts.  These  activities  include  document  routing  and  control, 
qaaiity  control .  The  difference  between  current  personnel 
a  and  peraoanel  saved  gives  the  personnel  requi resents  for  the  AIS 
Table  A-3  provides  s  breakdown  of  personnel  requireaents  by  center 
alternatives  as  well  as  the  personnel  ssved  if  the  AIS  is 


Table  A-31151 
PERSONNEL  REQUIRED/  SAVED 


Personnel 

Personnel 

Personnel 

Bequirsments 

Saved 

Requirements 

roarer 

Alternative  A 

Alternative  B 

Alternative  B 

DCK 

116 

36 

80 

BMC 

145 

38 

107 

■sac 

78 

17 

61 

NIC 

77 

33 

44 

DPSC 

96 

15 

81 

TOTALS 

512 

139 

373 

(2)  Peraoanel  coat  deteraination 

It  ia  determined  that  the  GS-7  level,  step  salary  of  $19,606^*1  should 

he  need  far  eeaputing  Item  Identification  and  Cataloging  personnel  costs.  In 
addition,  fringe  benefits  are  to  be  coaputed  using  the  current  DLA  rate  of 
id. 231  ef  salary  ^ .  Manageaent  overhead  is  determined  to  be  10X  of 
salary Thus,  personnel  costs  are  calculated  as  follows: 

Paranasal  costs  *  nuaber  of  personnel  x  salary  +  (fringe  benefit  X 
+  aanageaent  overhead  X)  x  salary 

Tables  Ar-4  through  A-6  provide  personnel  costs  for  both  alternatives  and  for 
paranasal  easts  savings  if  Alternstivs  B  is  inpleaented. 

Tbs  Mf  eqeipaont  will  be  installed  in  FY88  and  FT89.  The  equipaent  will  be 
aaly  partially  spare tional  during  this  tiae  and,  thus,  the  cost  savings  are 
preratsd  far  these  two  years.  Five  percent  of  the  personnel  coat  savings  will 
ha  realised  in  Project  Tsar  3  (FT88)  under  Alternative  B,  50K  of  the  personnel 
cast  eavimas  in  Project  Tear  4  (FT89) ,  and  10CK  of  the  personnel  coat  savings 
thereafter^1 .  Table  A-7  shows  calculations  for  personnel  costs  and  coat 
eaviage  by  project  year. 

b.  Software  Maintenance.  In  addition  to  initial  software  purchase 
casta  wader  Alternative  1,. there  will  be  recurring  costs  of  $20,000  annually 
far  waist si wing  seftware-*'  by  DLA  headquarters  and  DSC  personnel. 


(ABLE  A— 4 

PERSONNEL  COSTS/ YEAR 
ALTERNATIVE  A 


PERSONNEL 

UNADJUSTED 

ACCELERATE 

PERSONNEL 

CEN1ER 

REQUIRED 

SALARY 

TOT  SALARY 

FACTOR  • 

COSTS 

DCSC 

116 

19,606 

2,274,296 

1.462 

3,323,021 

UESC 

143 

*  19,606 

2,842,870 

1.462 

4,136,276 

DGSC 

78 

19,606 

1,329,268 

1 . 462 

2,233,790 

DISC 

77 

19,606 

1,309,662 

1.462 

2,207,126 

DPSC 

96 

19,606 

1,882,176 

1.462 

2,751,741 

DLA 

»»»»*»•* 

S12 

10,038,272 

14,675,934 

TABLE  A-3  , 

PERSONNEL  COSTS/ YEAR 

ALTERNATIVE  B 

PERSONNEL 

UNADJUSTED 

ACCELERATE 

PERSONNEL 

CENTER 

REQUIRED 

SALARY 

TOT  SALARY 

FACTOR  * 

COSTS 

DCSC 

QO 

19,606 

1,568,480 

1.462 

2,293,118 

DESC 

10/ 

19,606 

2,097,842 

1.462 

3,067,045 

DGSC 

61 

19,606 

1 , 195,966 

1.462 

1 ,  / 48, 502 

DISC 

44 

19,606 

862 , 664 

1.462 

1,261,215 

DPSC 

81 

19,606 

1 ,388,086 

1.462 

2,321,782 

DLA 

373 

/, 313, 038 

10,691,662 

*»»•*»»*»»»»* »»»*»»»*»»»»»»*»»»* »»»»»*»»»»»•»#»»*»»»••••»»*»*»*»»*»»•» 


TABLE  A-6 

PERSONNEL  SAVINGS /YEAR 


CENTER 

PERSONNEL 

SAVED 

SALARY 

UNADJUSTED 
TOT  SALARY 

ACCELERATE 
FACTOR  * 

PERSONNEL 

SAVINGS 

DCSC 

36 

19,606 

705,816 

1.462 

1 ,031 ,903 

DESC 

38 

19,606 

745,028 

1.462 

1 ,089,231 

DGSC 

17 

19,606 

333 , 302 

1.462 

487,288 

DISC 

33 

19,606 

646,998 

1.462 

945,911 

DPSC 

15 

19,606 

294,090 

1.462 

429,960 

DLA 

139 

2,725,234 

3,904,292 

»»»»»»»•»»«#**«««»*•*»««*•«»»»»*»«***«»»•#«*«•***»*»**«•»»*»*•«»**••»» 
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c.  IquipMot  Maintenance 


f«r  Altmativ*  A.  the  Miatnaaet  costs  are  for  the  Four- Phase  cenpwtera. 
Defense  Klsctrooics  Supply  Cootsr  (D*SC)  identified  tho  sonusl  nsintenaace 
costs  for  this  equipaent  ss  SlS.AOO**1.  Sines  tho  Four-Phase  eyeteu  is  in 
offset  st  tho  hardware  coators  sod  DPSC,  tho  annusl  nsintonsaco  costs  sro  5  s 
$10,000  or  approniaately  $93,000. 


Tablo  A-7 

PKO0ATIOW  OF  FP0OI— L  COSTS/ COST  SAVIUGS 


Project 

Tar 

Alternative  A 
Personnel  Costs 

Alternative  B 
Personnel  Costs 

Personnel  Savinas 

1-2 

314676K 

$14676* 

0 

3 

$14676* 

$14676* 

-  199* 

.05  z  $3984* 

$14477* 

$199* 

4 

$14676* 

$14676* 

-  1992* 

.50  x  $3984* 

$12*84* 

$1992* 

3-10 

$14676* 

$10692* 

$3984* 

For  A1 terns tiro  B,  tho  uinicowputere  sad  workstations  will  haws  to  bo 
nointainod.  In  Project  Tear  3  (FT88) ,  tbo  ccuputer  omnifont  will  bo 
partially  inat ailed,  and  tho  aaintonanco  costs  for  tho  coapwter  oqujpaent  sro 
ostiaatod  to  bo  $20,000.  In  Frojsct  Tsar  4  (FT89).  installation  of  all 
equipaent  will  ho  coaplotod.  Thus,  beginning  in. Project  Tsar  A.  annual 
aaintonanco  coats  arc  ostiaatod  to  bo  $200,000 ^ 81 . 

d.  Travel.  For  Alternative  B,  these  coats  include  air 
transportation  between  OLA  Headquarters,  the  DSCs.  DPSC.  BLSC.  aad  MAC  plus 
lodging,  seals,  sad  local  transportation.  Starting  in  Project  Tear  5  (FT90) . 
travel  coots  will  ho  apprsaiaatoly  $2,000  annually**1. 

a.  Supplies.  Annual  coats  for  supplies  for  both  alternatives  are 
ostiaatod  ho  ho  apprsaiaatoly  tho  mbs.  Supplies  for  Alternative  A  include 
packets,  ferae,  uicrof iln.  aad  hardcopy  paper.  Supplies  for  Alternative  B 
include  laser  disks  and  other  c caput or  supplies.  DISC  anaual  supply  coats  .pa 
(VISA)  were  IS,000l2J .  Thus,  the  supply  coats  arc  eat  lasted  at  5  a  $3,000  or 
$25,000  annually  for  both  alternatives17*131. 


APPENDIX  B 


ECONOMIC  ANALYSIS  •  0*0  INVESTMENTS 


Sassy  «f  hijtd  Cuti  woo) 


EOMUT  4-1 


- - -  .. - „  D< f cntM  LogUtict  Agency  (HQ) 
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CTOL  AIS  EA 

Ar%ecf  rmt~r 

rg)VnV—  Iaprove  Processing  Times,  Work  Quality  4  Control 

9s.  Aim*/ isinMNs.-  Current  Ops rst ions  g*  frsTrTt  AAD»  — 

_  CTOL  AIS  „  .  H 


Ms.  t*—mk  Uh» , 
m.  ftsusfc  ms . 


11  veers 


eiTOMAnvc 


ALTERNATIVE 


4794 

4794 

461S 

2909 

0939 

0939 

10939 

10939 

10939 


It-  TOTeU  CONTINUED 


IS-  **CS£*T  miU€  0f  MfW  UntSTHtMT' 


• 

DIFFERENTIAL 

COST 

TO  • 

OISCOUNT 

FACTO* 

11 

DISCOUNTED 

differential 

COST 

0 

.954 

0 

0 

.867 

0 

179 

.788 

141 

1885 

.717 

1352 

3855 

.651 

2510 

3855 

.592 

2282 

3855 

.538 

2074 

3855 

.489 

1885 

3855 

.445 

1715 

CONTINUED 

CONTINUED 

CONTINUED 
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ECONOMIC  AMMYStt  ■  M  MWSTM»n 
Smmmf  W  h§j$d  CmH  ($ooo) 


Knur  i-i 


MMtfttMTUtl 

COST 


14794 

14794 

14794 

14794 

14794 

14794 


U-  TOTAtft  221910 


3855 

3855 

10939 

3855 

10939 

3855 

10939 

3855 

10939 

I 

3855 

177441 

44469 

19431 
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